HOW STRONG IS BRITAIN?
This foreign loan business was a very profitable one,
and what with commissions and other revenues, it
amounted to about 4 per cent. However, since the
great financial crisis of 1931 it has been at an almost
complete standstill. Before the World War between
120 and 150 million pounds were lent by London to
foreign countries annually, and even in the good years
after the war, and despite United States banking
competition, loan business on this scale was nothing
unusual, but by 1935 the total sum lent in this way had
fallen to 15 million pounds. However, this extraordin-
arily low level was due largely to the fact that the
British government had imposed restrictions on the
export of capital, and no such loans could be transferred
without government permission.
In recent years loan operations have recovered a
little. In 1937 the sum of 27 million pounds was
loaned, though the greater part of it went to the over-
seas empire. It is quite certain that much more loan
business would be done if the government were to
withdraw its restrictions, but at the same time it would
be wrong to regard those restrictions as the chief cause
of bad business, because the restrictions themselves
were imposed only because the government felt that
the world economic situation made such loan operations
too risky, that frozen credits abroad were a political
burden, and, finally, that Great Britain herself had no
longer sufficient spare capital to justify such operations.
The annual revenues of London's banking houses
from this quarter have therefore been reduced by
94